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OFFICE OF THE AUDITOR-GENERAL

REPORT OF THE AUDITOR.GENERAL ON AMATSI WATER SERVICES
COMPANY LIMITED FOR THE YEAR ENDED 3OTH JUNE 2014

REPORT ON THE FINANCIAL STATEMENTS

I have audited the accompanying financial statements of Amatsi Water Services
Company Limited set out on pages 4lo 12, which comprise the statement of financial
position as at 30 June 2014, and the statement of comprehensive income, statement
of changes in equity and statement of cash flows for the year then ended, and a
summary of significant accounting policies and other explanatory information in
accordance with the provisions of Article 229 of the Constitution of Kenya and
Section 14 ot the Public Audit Act, 2003.

Management's Responsibility for the Financial Statements

Management is responsible for preparation and fair presentation of these financial
statements in accordance with the lnternational Financial Reporting Standards and
for such internal control as management determines is necessary to enable the
preparation of financial statements that are free from material misstatements,
whether due to fraud or error.

The management is also responsible for the submission of the financial statements to
the Auditor-General in accordance with the provisions of Section 13 of the Public
Audit Act, 2003.

Auditor-General's of Responsibility

My responsibility is to express an opinion on the financial statements based on the
audit and report in accordance with the provisions of Section 15(2) of the Public Audit
Act, 2003 and submit the audit report in compliance with Article 229(7'1 of the
Constitution of Kenya. The audit was conducted in accordance with the lnternational
Standards on Auditing. Those standards require compliance with ethical
requirements and that the audit be planned and performed to obtain reasonable
assurance about whether the financial statements are free from material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on the
auditor's judgment, including the assessment of the risks of material misstatement of
the financial statements, whether due to fraud or error. ln making those risk
assessments, the auditor considers internal control relevant to the entity's
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o
preparation and fair presentation of the financial statements in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company's internal controls. An
audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the management, as wel! as
evaluating the overall presentation of the financial statements.

Because of the matters described in the Basis for Disclaimer of Opinion paragraph,
however, I am not able to obtain sufficient appropriate audit evidence to provide a
basis for an audit opinion.

Basis for Disclaimer of Opinion

1. Accuracy and Gompleteness of the Financial Statements

The financia! statements provided for audit as at 30 June 2014 were not supported
by primary records of accounts. The cash book, ledgers and trial balances were not
prepared and made available for audit verification. Further, an amount of
Kshs.2,907,724.00 from Water Services Trust Fund was omitted from the statement
of cash flow. Furthermore, the cash flow statement also does not agree with the net
cash increase of Kshs.92,965.00 when cast. ln addition, contingent liability of
Kshs.2,219,878.00 from an industrial court award was not recognized nor disclosed
in the financial statements.

ln the circumstances, the accuracy and completeness of the financial statements for
the year ended 30 June 2014 could not be confirmed.

2. Unaccounted for Water

During the year under review, the Company produced 1,315,647.00 cubic metres
(m)3 of water. However, out of this volume, only 777,977m3 was billed to consumers.
The balance of 537,670 m3 or approximately 41o/o of the total water volume
represented Unaccounted For Water (UFW) which is 18% over and above the
allowable loss of 25% in accordance with the Water Services Regulatory Board
guidelines. The UFW of 41o/o fi"! have resulted in loss of revenue amounting
Kshs.11,649,572.00. The significant level of UWF may negatively impact on the
company's profitability and its long term sustainability.

3. Financial Performance

The Company posted a deficit of Kshs4,138,860.00 (2013:Kshs.8,550,239.00)
thereby reducing the accumulated revenue reserye to negative Kshs.3,759,733.00
(201212013: Kshs.378,928.00). The company operated with an unfavorable cash
flow position during the year under review and further it was unable to meet its
obligations as and when they fell due.

Consequently, its continued operation depends on the support and good-will of
Creditors and the County Government.
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4. Unsupported Balances and Expenditure

The supporting documents for the following balances and expenditure were not
availed for audit review;

Item Amount (Kshs)

Trade and other Receivables 33,824,756.00

Trade and other Payables 33,677,223.00

Cash and bank balance 92,965.00

Share capital and share premium 129,400.00

Employment Costs 18,330,128.00

Government Grants 15,661,308.00

Employment Costs 11,045,620.00

Administrative costs 5,501 ,874.00

Production costs 13,897,271.00

Under the circumstances, the validity of the balances and expenditure could not be
confirmed as at 30 June 2014.

5. Trade and Other Receivables

As similarly reported in 201112012 the trade and other receivables balance of
Kshs.33,766,373.00 as at 30 June 2013 included debtors inherited from the Ministry
of Water and lrrigation amounting to Kshs.7,945,528.00 which have remained
outstanding for a long period of time. Although indications are that part of this amount
may not be recoverable, no tangible action has been taken by the management to
recover this amount.

ln the circumstances, the full recoverability of the trade and other receivables balance
of Kshs.33,766,373.00 as at 30 June 2014 could not be confirmed.

6. Trade and Other Payables

The trade and other payables balance of Kshs.33,677,223.00 as at 30 June 20'14
included other payables of Kshs.23,585,127.00 for which the respective suppliers
statements/invoices were not availed for audit review.

Further, trade and other payables balance also included customer deposits
amounting to Kshs.10,092,096.00. However, the company does not appear to have
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opened and operated a corresponding customer deposits bank account during the
year as required by the service provision agreement. No explanation has been
provided for this anomaly.

Consequently, it has not been possible to confirm the trade and other payables
balance of Kshs.33,677,223.00 as at 30 June 2014.

7. Outstanding Audit Fees

Note 13 reflects Trade and Other Payables balance of Kshs.33,677,223.00 as at 30
June 2014 including audit fees amounting to Kshs.1,198,000.00 which have
remained outstanding for 7 years. Further, a provision for the year has not been
included in the balance. The company is therefore in breach of Section 19(1) of the
Public Audit Act, 2003 which requires all State Corporations to pay for the costs of
the audit services.

As a result, it has not been clear whether the company will pay off the payables
balance of Kshs.33,677,223.OO.

8. Late Submission of Financial Statements

The Public Audit Act, 2003 requires every state corporation to prepare and submit its
accounts to the Auditor-General within three months after the end of each financial
year to which the accounts relate. However, the financial statements of the company
for the year ended 30 June 2014 were submitted on 24 October 2014 contrary to the
statutory deadline of 30 September 2014. The Company was therefore in breach of
the law.

9. Share Capital

The company's Share Capital of Kshs.100,000 divided into 5,000 shares of Kshs.2O
each issued to the Defunct County Council of Vihiga (1,668), Municipal Council of
Vihiga (1,666) and Town Council of Luanda (1,666) had not been paid for as at 30
June 2014.

Under the circumstances, it has not been possible to confirm whether or not the
Company will meet its objectives as outlined in the Memorandum and Articles of
Association.

Disclaimer of Opinion

Because of the significance of the matters described in the Basis for Disclaimer of
Opinion paragraph, I have not been able to obtain sufficient appropriate audit
evidence to provide a basis for an audit opinion. Accordingly, I do not express an
opinion on the financial statements.

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

As required by the Kenyan Companies Act, I report based on the audit, that;
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I have not obtained all the information and explanations which, to the best
of my knowledge and belief, were necessary for the purpose of the audit,

ln my opinion, proper books of account have not been kept by the
Company, so far as appears from my examination of those books, and

The Company's statement of financial position is not in agreement with the
books of account.

ilt

FCPA Edward R.O. Ouko, GBS
AUDITOR-GENERAL

Nairobi

19 November 2015
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Amatsi Water Services Company Lim
Financial Statements For The Year End

ited Annual Report &.
ed 3Oth June 20L4

PRINCIPAL ACTIVITY

The principal activity of the company is to provide wate' services as licensed under tire waterAct.

REGISTERED OFFICE

Maji House

Opposite Vihiga District Hospital

P.O Box 740 - 50300

MARAGOLI

BANKERS

KenyaCommercial Bank

Mbale Branch

P.O Box 1123

MARAGOLI

AUDTroRS

Kenya lttional Audit Office

Annivenary Towers- Nairobi

P.O B0x30084-00100

NAIROB.

Tel no.020-2227383

T

I

| *tn1a.Nli1al Audit otfice u'ili conti'u-re to audit rhe conrpany in accorda,ce with the' provisionrof Article 229 of tire co,stitr,Ltion of I(eny,a.
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Amatsi Water Services Company Limited Annual Report &.Financial Statem ents For The yea r Ended 30th Iune 2014

STA D S

The Kenyan companies Act requires the directors to prepare financial statenlents for eachfina,cial year which give a true and fair view of the state of affairs of the cor.rlpauy as at the e,dfor thefinancial year and of the operating results of the company for that year. It arso requiresthe directors to ensure that the company keeps proper accounting records whicrr disclose withreasonable accuracy alany time the fi,a,cial position of the coinpany. Tl-rey are arso responsibrefor safeguarding the assets of the company.

The directors are responsible for the preparation a,d lair presentatio, of trrese financial
statements in accordance with L-iternational Financial Reporti,g Standards TIiis responsibility
inclurdes; designing, implementing and rnaintai,ing inte*al controls relevant to the preparation
and fair presentation of financiar statements that are fi.ee fi.o'r material mlsstatement, whetherdue to fraud or error, serecting and apprying appropriate accounting policies, and makingaccounting estimates that are reasonable in the circumstances The directors acceptresponsibility for the annuai financiar statements, which have been prepared using appropriate
accounting policies supported by reasonabre and prudent judg,rents and estimates, ir-r confomritywith IBtemational,Finaneial Reporlifig S

Companies Act. The director.s are of the opinion that trie fi,anciar staternents give a true and fairview ofthe state of the financial affairs of the compan\ ard of its opera.ti,g resurts. Trre directors
further accept responsi bi I i ty for the maintenance of accoLrr-rting records which nia y be relied uponin the preparation of financiar statements, as weil as adeqr-rate systents of intemal finaucial
controls.

T

Notiring has come to the attention of thd directors to i.dicate that tl-re company will not remain agoing concern forat ieast the next twelve months from the date of this statement.

VICE$

Niai^,aging Director

- 5ii30c
Datu'

T

(f

)
J

'.- i1lr, t- ,!' r /-:i ,'\1

*
A

740



Amatsi Water Services Company Limited'
Financial Statemerlts For The Year Encled 30'r'June 2014

srdTEN,tENT oF coNtPREH ENSI\iE INcoll E

FOR THE YE.\R ENDED SOTH JTiNE 20I.I

Water Sales

Less: Productior: Cost

Gross Profit

Add: Other lncomes

Government grants

Miscellaneous incottte

Total income

Less: Expenses

Administration and Establishment Costs

Directors Emoluments

Finar:ce Costs

Depreciation

Provision for bad debts

Total Expenditure
Excess ofineome over exPenditure

NOTI.-S 20 l{
KSIl.
23.8 51.9 88

28.i05.822

201 l
KSI{.

16.9 r r.096

25.598 219

1,3 t 2,847

t7,598,622

18,911,469

12,499,510

433,280

57,6 I5

14.47 I.i0i

17,46 1,708

(8.5s0.239)

2

l
1.6s0.831 )

{ r 4,062,534

9,41 l,700

9,s01,668

128.927

1.9 19.965

6

7

8

r 3.550,560
({. r 38.860)

T
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Amatsi Water Services Company Limited.
Flnancral Stetements For The year Enrjeri JOrh June 2014

STATEMENT OF FINANCIAL POSITION
ASAT]OTH JI.INE 2014

NOl'l.s 20t{
ASSf,TS:

NorCurrent Assets

Prqaty, Plant and Equipnreut

Cumit Assets

lnvffiy
Tradc rnd Otirer Receivables

Cash md Bank balance

TOTALASSETS

LESS OTRRENT LIABILITIES
Tra&ld other Payables

BankOtrdraft

NETASSETS

FINAIICED BY:
IssuedadPaid up share capital
Sharcfttrniunr

ReverrRcserve

CapidRrerve

OrrncsFrds

20ri
KSH

9

II
l2

1075.697
j i.824.7 5 6

92.965

2.820.642

33.7 66,373

( 14.t40
37,993,11 8 36,572.875

37,993 ,418 36,572,87s

I3 33,677,223 28,1t8,020

33.677 28, r I 8.020

4,Jt6,I95 8,454,8s5

l{
t5

l6

l7

I 00.000

29.400
(3.7-;9.733,

9 l(,.r23

{,3 r6, t 95 8.451,8s5
-_-!r

1

r 00,000

29.400

378.927

7.946.52&

S ign:

Name

AG , Managiglector
P= A*T4- otL\r+

andsigned on behalfofthe Board ofDirectors on

e [*o,^=

2014 by

S ign:

Nanre:

Director

T
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Amatsi Water Services Companv Limitect.
Financial Statements For The yerrr Endecl J(l,",lunr: 201{

STATEPTENT OF CASHFLO}VS
FORTHE YEAR ENDED 3OTH JI-INE 20I<

Cashflows from Operating Activities
Profit/(Loss) for the period

AdjustmenS for depreciation

Add: Changes in Working Capital
(lncrease) in trade and other receivables

(lncrease) in inventories

lncrease in trade and other payables

Net Cash outflow from operations

Cashflows from I nvesti ng Activities
Acquisition of Fixed Assets

Ceshllows from Financing Activities
Pmccds from Share Capital

Procccds from S hare Premium

Procc6 from Customer deposits

NetCrrt infows from Financing Activities

Ca$andCash Equivalent

Net lncftsse in Cash at the beginning ofthe year
Net lncrce/Decrease in Cash and Cash Equivalent
Cash and Cash Equivalent at the end of the year

20 l.r
KSH

(4, r38,860)

58.3 8 3

( r.255.055)
(7 .969.847

2013

KSH.

(8,5s0,239)

5.386,0 l3
( I .25_5.05s )

(2.867,050)

r,263,908

245,000

245,000

245,000

869 915

I,l t4,915

l,0Ir,4l I

.r66.5r9

278,000

279,000

(8,888,s I 9)

1,023,41I
(7,865,1 08)

92,96s

7
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Amatsi Water Services Companl, Limitecl
Financial Statenrcrrts For.The year. Ended J(;,h.lune l0ll

STATENIENT OF CHANGES IN EQLIIT\,
FOR THE YE.{R ENDED 3OTH JI.INE 2OIT

As at lst July 2012

Excesollnconre for

the year

As at 30th June 2013

As at lsl July 20 I3

Excos of [nconre for
tlle \ear

As ar30th June 2014

SHARE CAPI'SHARIi I' RE\,ENLIE RES.
KSH. K.SII. KSH.

r00,000 29.J00

CT PIT{L RI TOTAL
KSH.KSH

8,929 ,166 7 ,916,s28 I 7,005,094

100,000 29,400

100,000 29,400

100,000 29.100

(8,550.239)

37 8.927

378,927

(r ri8.860)
(1.7s9.9JJ )

7,9t6,528

7,916,328

7,9.16.528

(8,550,239)

8,454,855

8,151,855

(4, r 38,860)

{,J r5,995

TI
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Amatsi Water Services Company Limited Annual Report &.
Financial Statements For The Year Ended 3gtn f une Z0t4

NoTES TO THE FINANCIAL STATEMENTS FOR THE YEAR ENDED 3OTI{ JUNE

1 Significant Accounting Policies

a) Basis of accounting
Thefinancial statements of Amatsi Water Services ('ompar-ry Limited have been prepared in

accordance with the International Financial Reporting Standards (IFRS).

The financial statements are prepared on the historical cost hasis of accounting

b) Revenue recognition
Revenue is recognized to the extent that it is probahle.that the econotnic benefits will flow to

the company and the revenue can be reliably measured'

c) Equipment and depreciation
Equipment is stated at cost or valuation, less accumltlated depreciation.

Depreciation is calculated on the reducing balance basis, at mutual rates estimated to write

offcanying value of the assets over their expected Lrseftrl lives.

The annual depreciation5ates in use are

Fumiture and fittings lSoA

Comprters
Watameters

30%
t2.5%

T

d) Inpairment of assets

Thecarrying of the company's assets is revier,ved at each balance sheet date to determine

whethr there is any indication of impairment. If such indication exists, the applicable

asset\ recoverable amount is estimated and an ir-Lrpairment loss is recognized in the income

staterent. T

e) lrventory
Invefuries are valued at t}-re Iolver of cost and tret realization value. Cost comprises of
expediture incurred in the normal course of bLrsir-ress. Net realizable value is the price at

*hi.ith.stockscanberealizedintl-renormal courseofbLrsiness. Provisior-iisinadeftrr

obsohte. slow moving and defective stocks.

0 Enplol'rnent benefits
(Stotto ry p e ns i on o b I t ga t i o n)

Theconrpany contribr-rtes to tire National Soe :rl Secr-Llity FLLnd (NSSF). Contributiorls are

deterninecl by Local statllte aud are macle pet' r,1t'trti.t.

Thecompany's contributions to tl-re abci,e sch,-l:. et'e ch:Lrged to tl-re incotrle statenlcrlt in tlre

yearh rvhich they relate.
o



TEL/FAx 056-5L277

\Uhcn renlrrino nlease drrnfc

RE : AWASCOIFIN/GEN/I 
(62)

The Auditor in Charge'

Water Boards and ComPanies'

KAKAMEGA

P.O. BOX 740 - 50300

14th Octob er.2014
Zi ),

o '3'1"

+ !
):'.",1

l. ,, -./

CO L
RE:

TH

40-

2 4F A IT

Attached hereon, kindty find seven copies of the above mentioned financial statements for your

Audit.

R\.,te E,s

Y thfullY,

Patri& ke.

z
A

b
o.

Ae.lhnagins Director'

T

Tel:056 5i277

T



Amatsi Water Services Com
Financial Statements For

imited Annual Report &.
Ended 3gth June 20L4

pany L
The Year

SIGMFICANT ACCOUNTING POLICIES (Conrinuerl)

g) Employee entitlements
Employee entitlements to gratuity ar-rd longtime service awards are recogllized when they
accrueto the employee. A provision is made for the liability for sr-rch entitlement as a result
of services surrendered by employees up to the balance sheet date.

The monetary liability for employees' accrued annr-ral Ieave entitlement at the balance sheet
date is recognized as an expense accrual.

h) Trxation
Defened taxation is provided using the liability method for all temporary differences arising
betwcan the tax bases of assets and liabilities and their canying values for financial reportingpurpffis' Deferred tax assets are iecognized, for all deductible temporary differences, carry
fomred of unused tax credits can be utilized.

i) Crsh and cash equivalent
Cashand cash equivalents comprises of cash at bank and shorlerdeposits with a, originai
matr.uity of three months or less.

Foi'_Sgpq.rp9!9 qlthe casli flew_slatement, cash and-cash equivalent co
casheqrivalents as defined above,

j) Tnde and other receivables
Tradead other receivables are recognized. atoriginal invoice amount less an allowance for
any rreollectible amount. An estimate for doubtiul debts is made when collection of the fuliamoutis no longer probable. Bad. debts are written off when identified.

net ofbank overdrafts

r T
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Amatsi Water Services Company'. Limited'
Financial Statemertts For The Year Enclctl J0'r"lurre 201'l

20 l{
KSH

6,807.883

7,882.429

5,05 7,7 82

2,468,5t5

r,638,379

23,854,988

13,897,271

| ,7 64.037

10.433.670

2.4!Q.844

28,50s,822

8.296.j40
r,869.530
j,896.664

I {,062,534

20 l3
KSH,

7,990,9 l9

r0,532,191

4,509,334

2,326,399

1,552,251

26,911,096

l 5,100,8 I 8

r.828.205

I 0.274,5 5 8

t,688.504

29,092,08s

r 3.5i4.616

570. I 50

3,493,836

17,i98,622

60.000

2. \ later Sales

This involves arrrourrt billed frotrt the five Water Sclterrtes as lttrder

Maseno Water SuPPIY

Mbale Water SuPPIY

Kainrosi Water SuPPIY

Sosian Water SuPPIY

Vihiga Water SuPPIY

3, Production Cost

Electricity

Chenrical

Salaries for Production Staff

Operation & Maintainance

4. Government grants

ElectricitY Paid bY the Ministry

Chemicals received from the Ministry

Salaries for Ministry Staff on Secondment

5. lVliscellaneous Income

6. Aclministration and Establishment Costs

Security Services

Printing and Stationery

Telephcne and Postage

Licences & fees

Advertisernent

Salaries and Wages

N.S.S.F Deductions i

Travelling and Subsistence

Stalf Benevolent

Motor vehicle ExPeuses

Motor vel'ricle Fuel & Oils

Transport & Distribution

Revenue Collection ExPenses

Cratuiry

Legal fees

512,312

89,980

244,960

3,839, I 94

r 3 5,600

6 I 8.640

25.000

t 73.5 50

306.449

5.000

649.83 5

551,3't4

248,612

334,120

220,7 65

.136,250
78,300 

-

4,048,798

1 36,1 00

r.65.i,850

80,000

527,8i9
56 1.656

i l3.600

284.200

5T260 -.-=',-= ' '

T
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Amatsi Water Services Company Limited.

Financial Sratements For The year EnJed J0,h.rLrne z0t1

2O IJ
KSH

20lJ
K.SH

6 t9.932

269.t I I

I,881,776

3 80,868

24,000

52,486

r,800

Matertals

Water Abstraction fees

WASREB Regulatory fees

LVNWSB Levy

Soft rvarc/Cornp u ter Expenses

Rent

Transfer Allowances

Educatiu & Iraining
Recruimcot Expenses

Electricity

Donrtios & Contributions

Audit fccs

Consuluocl, fees

Repair & Maintenance

7, Directors Enroluments

Traveling ard Subsistence

Training

Allor ncc

Honorarium

8. Finrnct Costs

These ar-c oonrnr ission charges on bank transactions

9. Dt{rtcir{ion

10. Propcrt, Plant & Equipment

I l. lnverloris

6 t9 .932

25 t 027

I 757. I 8l
t9,720

76,500

62,726

L800

9,s0 1.668

128.927

128,927

I 2.499,5 t 0

r0,000

i 0i.2 80

r 20.000

133,280

57,6 t5

57,6 r 5

T

+,u / -),oy /

4,07 5,597
2,820,642

2,820,612



Amatsi Water Services Company Limited.
Financial Statements For The Year Ended 30th June 2014

2014

KSH.
12, Trade rncl other Receivables

Bal. b/f

Receivdbla for the year

Collection for the year

Provision for bad debts @ I 0%
Reccivablo C/D

13. Tmdc rnd other Payablis
Trade pay$les

Audit fca

Customcr &posits

14. Sharr Capital

Authoriscdand Issued 5000 ord. shares @ Ksh. 20

15. SharcPremium

5000 ffi-Sares issued at premium of Ksh. 5.gg

16. Reverrr reserves

These reacumulated excesses of income over expenditure
Bal B/f
For he yer
As at 30lhhne 2013

17. Capitdreserves

rThcse cqr*rtes dcbtors inherited at the conmencemert of
... ofthcc4quy-- --...--

18. Currog
Thesc fimbl statquents have been presented in Kenya

IShillingr

T

33.7 66.373

23,854.988

( t9.876.540)

37.744.721

3.9 t 9.96s

33,824.7-56

23.585. t27

r 0.092.096

33,677,223

100,000

29,400

(4. I 38,860)
(4, r 38.860)

20t3
KSH

44,2t7,076

2.6.9 t t ,096

122.890,497t
18.237,675

14,471,J03

33.766.373

22.355.7 r8

r. t98.000

7 ,403,452
30,957.170

100,000

29,400

8,929,166

(8,s50,239)

378,927

.!!

7,9d6,528
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